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(2) does not pay out principal and interest in equal monthly installments; or
(3) does not begin payment at the earliest possible date after annuitization.

(f) Transfers under this section shall affect determinations of eligibility for all
medical assistance services or long-term care services, whichever receives federal
approval.

EFFECTIVE DATE. This section is effective upon publication of a notice in the
‘State Register of receipt of federal approval for the’ 72-month Tookback period
described in paragraph (a).

Presented to the governor May 18, 2004
Signed by the governor May 28, 2004, 4:50 p.m.

'CHAPTER 267—S.F.No. 676

An act relating to retirement; statewide and major local public pension plans; making
various changes of an administrative nature; setting various limitations and requirements for
public employees police and fire retivement plan disability benefit applications; modifying
permanent disability benefits provisions; resolving one person and small group pension problems;
reducing the early retirement age for the judges retirement plan; authorizing a shorter vesting
schedule for the Marine on St. Croix Volunteer Fzreﬁghters Relief Association; revising the salary
maximum for the executive secretary of the Minneapolis Firefi ghters Relief Association;
permitting single Teachers Retirement Association members to make survivor benefit designa-
tions; authorizing retirement coverage discontinuation by an elected county gfficial; continuing
retirement coverage by the general employees retirement plan of the Public Employees Retirement
Association for Anoka County Achieve Program and the Government Training Services; including
in privatized public employee retirement coverage emplayees of the Fair Oaks Lodge, Wadena,
and RenVilla Nursing Home; extending the expiration date on certain prior military service credit
purchases; temporarily exempting Metropolitan Airports Commission police from reemployed
annuitant earnings limitation; ratifying certain Bellingham volunteer firefighter relief association
annuity purchases; including the Lake Johanna fire department employees in Public Employees
Retirement Association coverage; expanding the health care savings plan; modifying the
‘départment of transportation pilots retiremeht plan; authorizing shorter vesting periods for
defined contribution volunteer firefighter relief associations; modifying Minneapolis Police Relief
Association provisions; amending Minnesota Statutes 2002, sections 3A.03, subdivision 2; 69.77,
Subdivision 4; 352.01, subdivision 13; 352,113, subdivisions 4, 6, 8, by adding a subdivision,
352,12, subdivisions 1, 0; 352.22, subdivisions 2, 3; 352.27; 352.275, subdivision 1; 352.86,
subdivision 1; 352.91, subdjvision 3g; 352.95, subdivisions‘l, 2, 4; 352.98; 352B.01, subdivisions
3a, 11, by adding a subdivision; 352B.10, subdivisions 1, 2, 3, 4, 5; 352B.105; 352B.11,
subdivisions 1, 2, by adding subdivisions; 352D.065, subdivision 2; 352D.075, subdivisions 2, 3,
by adding a subdivision; 353.01, subdivisions 2b, 10, 12a, 12b, 16, 16a; 353.33, subdivisions 4,
6, 6b, 7, by adding a subdivision; 353.37; subdivision 3, by adding a subdivision; 353.656,
subdivision 5, by adding subdivisions; 354.05, subdivisions 2, 22, 35; 354.07, subdivision'9;
354.091; 354.096, subdivision 1; 354.42, subdivision 7; 354.44, subdivisions 4, 5, 6; 354.46,
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subdivisions 2, 2b, 5, by adding a subdivision; 354.48, subdivisions 2, 4, 6, 6a, 10; 354.51,
subdivision 5; 354.52, subdivisions 4a, 6, by .adding a subdivision; 354.53; 354.533, subdivision
1; 354.66, subdivision 2; 354A.011, subdivision 24; 354A.093; 354A.094, subdivision 3;
354A.097, subdivision 1; 354A.36, subdivisions 4, 6; 354B.20, subdivisions 4, 6; 354B.23,
subdivision 1; 354B.32; 354C.11, subdivision 2; 356.216; 356.302, subdivision 3; 356.441;
356.611, subdivisions 1, 2, by adding subdivisions; 422A.18, subdivisions 1, 4; 423B.0I,
subdivision 12; 423B.09, subdivisions 1, 4, by adding a subdivision; 423B.10, subdivision 1;
423B.15, subdivision 3; 423C.05, subdivisions 4, 5, 6, by adding a subdivision; 424A.02,
subdivisions 2, 7; 490.121, subdivision 10, by adding a subdivision; 490.124, subdivision 12;
Minnesota Statutes 2003 Supplement, sections 353.01, subdivision 6; 353F.02, subdivision 4;
423C.03, subdivision 3; Laws 1999, chapter 222, article 16, section 16, as amended; Laws 2000,
chapter 461, article 4, section 4, as amended; proposing coding for new law in Minnesota
Statutes, chapters 352F; 353F; 356; 423B; repealing Minnesota Statutes 2002, sections 352D.02,
subdivision 5; 353.33, subdivision 5b; 354A.107; 490.11.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA:

ARTICLE 1

MEMBERSHIP ISSUES

Section 1. Minnesota Statutes 2002, section 352.91, subdivision 3g, is amended
to read:

Subd. 3g. ADDITIONAL CORRECTIONS DEPARTMENT PERSONNEL.
(a) “Covered correctional service” means service by a state employee in one of the
employment positions at the designated Minnesota correctional facility specified .in
paragraph (b); previded that if at least 75 percent of the employee’s working time is
spent in direct contact with inmates and the fact of this direct contact is certified to the
executive director by the commissioner of corrections.

(b) The qualifying employment positions and the designated correctional facilities
are:

(1) corrections discipline unit supervisor, at the Minnesota Correctional Facility-
Faribault, the Minnesota Correctional Facility-Lino Lakes, the Minnesota Correctional
Facility-Oak Park Heights, the Minnesota Correctional Facility-Rush City, and the
Minnesota Correctional Facﬂi—t}-St. Cloud; _

(2) dental assistant registered, at the Minnesota Correctional Facility-Faribault,
the Minnesota Correctional Facility-Lino Lakes, the Minnesota Correctional Facility-
Moose Lake, the Minnesota Correctional Facility-Oak Park Heights, and the Minne-~
sota Correctional Facility-Red Wing;

(3) dental hygienist, at the Minnesota Correctional Facility-Shakopee and the
Minnesota Correctional Facility-Rush %;
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(4) psychologist 2, at the Minnesota Correctional Facility-Faribault, the Minne-
sota Correctional Facility-Lino Lakes, the Minnesota Correctional Facility-Moose
Lake, the Minnesota Correctional Facility-Oak Park Heights, the Minnesota Correc-
tional Facility-Red Wing, the Minnesota Correctional Facility-Rush City, the Minne-
sota Correctional Facility-St. Cloud, the Minnesota Correctional Fa_c_iﬁfy—Shakopee,
and the Minnesota Correctional Facility-Stillwater; and or

(5) sentencing to service crew leader involved with the inmate community work
crew program, at the Minnesota Correctional Facility-Faribault ahd the Minnesota
Correctional Facility-Lino Lakes.

- Sec. 2. Minnesota Statutes 2002, section 353.01, subdivision 2b, is amended to
read: .

Subd. 2b. EXCLUDED EMPLOYEES. The following public employees are not
eligible to participate as members of the association with retirement coverage by the
public employees retirement plan, the local government correctional employees
retirement plan under chapter 353E, or the public employees police and fire retirement
plan:

(1) public officers, other than county sheriffs, who are elected to a governing
body, or persons who are appointed to fill a vacancy in an elective office of a governing
body, whose term of office first commences on or after July 1, 2002, for the service to
be rendered in that elective position. Elected governing body officials who were active
members of the association’s coordinated or basic retirement plans as of June 30, 2002,
continue participation throughout incumbency in office until termination of public
service occurs as defined in subdivision 11a;

(2) election officers or election judges;

"(3) patient and inmate personnel who perform services for -a governmental
subdivision; ‘

(4) except as otherwise specified in subdivision 12a, employees who are hired for
a temporary position as defined under subdivision 12a, and employees who resign from
a nontemporary position and accept a temporary position within 30 days in the same
governmental subdivision-; An employer must not apply the definition of temporary
position so as to exclude employees whe are hired to £ll positions that are permanent
or that are for an unspecified period but who are serving a probatiopary period at the
meonths and the employes eatns more than $425 from one povernmental subdivision in
any ealendar month; the department head shall report the employee for membership
and require employee deductions be made on behalf of the employee under section
353.27; subdivisien 4-

The membership eligibility of an employee whe resigns or is dismissed from a
on each separate position- Membership eligibility of an employee whe helds
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determined by the length of employment and salary of each separate position;

(5) employees who are employed by reason of work emergency ¢aused by fire,
flood, storm, or similar disaster;

(6) employees who by virtue of their employment in one governmental subdivi-
sion ate required by law to be a member of and to contribute to any of the plans or
funds administered by the Minnesota State Retirement System, the Teachers Retire-
ment Association, the Duluth Teachers Retirement Fund Association, the Minneapolis
Teachers Retirement Fund Association, the St. Paul Teachers Retirement Fund
Association, the Minneapolis Employees Retirement Fund, or any police or firefighters
relief association governed by section 69.77 that has not consolidated with the Public
Employees Retirement Association, or any local police or firefighters consolidation
account but who have not elected the type of benefit coverage provided by the public
employees police and fire fund under sections 353A.01 to 353A.10, or any persons
covered by section 353.665, subdivision 4, 5, or 6, who have not elected public
employees police and fire plan benefit coverage. This clause must not be construed to
prevent a person from being a member of and contributing to the Public Employees
Retirement Association and also belonging to and contributing to another public
pension plan or fund for other service occurring during the same period of time. A
person who meets the definition of “public employee” in subdivision 2 by virtue of
other service occurring during the same period of time becomes a member of the
association unless contributions are made to another public retirement fund on the
salary based on the other service or to the Teachers Retirement Association by a teacher
as defined in section 354.05, subdivision 2;

(7) persons who are members of a religious order and are excluded from coverage
under the federal Old Age, Survivors, Disability, and Health Insurance Program for the
performance of service as specified in United States Code, title 42, section
410(a)(8)(A), as amended through January 1, 1987, if no irrevocable election of
coverage has been made under section 3121(r) of the Internal Revenue Code of 1954,
as amended;

(8) employees of a governmental subdivision who have not reached the age of 23
and are enrolled on a full-time basis to attend or are attending classes on a full-time
basis at an accredited school, college, or university in an undergraduate, graduate, or
professional-technical program, or a public or charter high school;

(9) resident physicians, medical interns, and pharmacist residents and pharmacist
interns who are serving in a degree or residency program in public hospitals;

(10) students who are serving in an internship or residency program sponsored by
an accredited educational institution;

(11) persons who hold a part-time adult supplementary technical college license
who render part-time teaching service in a technical college;

(12) except for employees of Hennepin County; foreign citizens working for a
governmental subdivision with a work permit of less than three years, or an H-1b visa
valid for less than three years of employment. Upon notice to the association that the
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work permit or visa extends beyond the three-year period, the foreign citizens are te
must be reported for membership from the date of the extension;

(13) public hospital employees who elected not to participate as members of the
association before 1972 and who did not elect to participate from July 1, 1988, to
October 1, 1988; '

(14) except as provided in section 353.86, volunteer ambulance service personnel,
as defined in subdivision 35, but persons who serve as volunteer ambulance service
personnel may still qualify as. public employees under subdivision 2 and may be
members of the Public Employees Retirement Association and participants in the
public employees retirement fund or the public employees police and fire fund,
whichever applies, on the basis of compensation received from public employment
service other than service as volunteer ambulance service personnel;

(15) except as provided in section 353.87, volunteer firefighters, as défined in
subdivision 36, éngaging in activities undertaken as part of volunteer firefighter duties;
provided that a person who is a volunteer firefighter may still qualify as a public
employee under subdivision 2 and may be a member of the Public Employees
Retirement Association and a participant in the public employees retifement fund or
the public employees policé and fire fund, whichever applies, on the basis of
compensation received from public employment activities other than those as a
volunteer firefighter;

(16) pipefitters and associated trades personnel employed by Independent School
District No. 625, St. Paul, with coverage under a collective bargaining agreement by
the pipefitters local 455 pension plan who were either first employed after May 1,
1997, or, if first employed before May 2, 1997, elected to be excluded under Laws
1997, chapter 241, article 2, section 12;

(17) electrical workers, plumbers, carpenters, and associated trades personnel
employed by Independent School District No. 625, St. Paul, or the city of St. Paul, who
have retirement coverage under a collective bargaining agreement by the Electrical
Workers Local 110 pension plan, the United Association Plumbers Local 34 pension
plan, or the Carpenters Local 87 pension plan who were either first employed after
May 1, 2000, or, if first employed before May 2, 2000, elected to be excluded under
Laws 2000, chapter 461, article 7, section 5;

(18) bricklayers, allied craftworkers, cement masons, glaziers, glassworkers,
painters, allied tradesworkers, and plasterers employed by the city of St. Paul or
Independent School District No. 625, St. Paul, with coverage under a collective
bargaining agreement by the Bricklayers and Allied Craftworkers Local 1 pension
" plan, the Cement Masons Local 633 pension plan, the Glaziers and Glassworkers Local
L-1324 pension plan, the Painters and Allied Trades Local 61 pension plan, or the Twin
Cities Plasterers Local 265 pension plan who were either first employed after May 1,
2001, or if first employed before May 2, 2001, elected to be excluded under Laws
2001, First Special Session chapter 10, article 10, section 6;

(19) plumbers employed by the metropolitan airports commission, with coverage
under a collective bargaining agreement by the Plumbers Local 34 pension plan, who
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either were first employed after May 1, 2001, or if first employed before May 2, 2001,
elected to be excluded under Laws 2001, First Special Session chapter 10, article 10,
section 6; :

(20) employees who are hired after June 30, 2002, to fill seasonal positions under
subdivision 12b which are limited in duration by the employer to 185 consecutive
calendar days or less in each year of employment with the governmental subdivision;

(21) persons who are provided supported employment or work-study positions by
a governmental subdivision and who participate in an employment or indusiries
program maintained for the benefit of these persons where the governmental
subdivision limits the position’s duration to three years or less, including persons
participating in a federal ot state subsidized on-the-job training, work experience,
senior citizen, youth, or unemployment relief program where the training or work
experience is not provided as a part of, or for, future permanent public employment;

(22) independent contractors and the employees of independent contractors; and

(23) reemployed annuitants of the association during the course of that reemploy-
ment.

See, 3. Minnesota Statutes 2002, section 353.01, subdivision 12a, is amended to
read:

Subd. 12a. TEMPORARY POSITION. (1) (a) “Temporary position” means an
employment position predetermined by the employer at the time of hiring to be a
period of six months or less. Temporary position also means an employment position
occupied by a person hired by the employer as a temporary replacement who is
employed for a predetermined period of six months or less.

€ (b) “Temporary position” does not mean an employment position for a
specified or unspecified term in which a person serves a prébationary period as a
requirement for subsequent employment on a permanent or unlimited basis.

(c} If employment in a temporary position extends beyond six consecutive
months, the head of the department shall report the employee for membership if salary
in any month exceeds the salary threshold specified in subdivision 2a. The membership
eligibility of an employee who resigns or is dismissed from a tempmaly position and
accepts another temporary posmon in the same govemmcntal subdivision within 30
days must be determined on the total length of employment rather than on each

separate position.

Sec. 4. Minnesota Statutes 2002, section 353.01, subdivision 12b, is amended to
read:

Subd. 12b. SEASONAL POSITION. “Seasonal position” means a position
where the nature of the work or its duration are related to a specific season or seasons
of the year, regardless of whether or not the employing agency anticipates that the same
employee will return to the position each season in which it becomes available. The
entire period of employment in a business year must be used to determine whether or
not a position may be excluded as seasonal when there is less than a 30-day break
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between one seasonal position and a subsequent seasonal position for employment
with the same governmental employer. Seasonal positions include, but are net limited
to, coaching athletic activities or employment to plow snow or to maintain roads or
parks, or to operate skating rinks, ski lodges, golf courses, or swimming pools.

Sec. 5. Minnesota Statutes 2002, section 354.05, subdivision 2, is amended to
read:

Subd. 2. TEACHER. (a) ;‘Teachel"’ means:

(1) a person who renders service as a teacher, supervisor, principal, superinten-
dent, librarian, nurse, counselor, social worker, therapist, or psychologist in a public
school of the state located outside of the corporate limits of a city of the first class, or
in any charter school, irrespective of the location of the school, or in any charitable,
penal, or correctional institutions of a governmental subdivision, or who is engaged in
educational administration in connection with the state public school system, but
excluding the University of Minnesota, whether the position be a public office or an
employment, and not including the members or officers of any general governing or
managing board or body; T

(2) an employee of the Teachers Retirement Association;

(3) a person who renders teaching service on a part-time basis and who also
renders other services for a single employing unit. A person whose teaching service
comprises at least 50 percent of the combined employment salary is a member of the

" association for all services with the single employing unit. If the person’s teaching
service comprises less than 50 percent of the combined employment, salary, the
executive director must determine whether all or none of the combined service is
covered by the association; or

(4) a person who is not covered by the plans established under chapter 352D,
354A, or 354B and who is employed by the Board of Trustees of the Minnesota State
Colleges and Universities system in an unclassified position as:

(i) a president, vice-president, or dean;

(3i) a manager or a professional in an academic or an academiic support program
other than specified in item (i);

(iii) an 'administrative or a service support faculty position; or
(iv) a teacher or a research assistant.
(b) “Teacher” does not mean:

(1) a person who works for a school or institution as an independent contractor as
defined by the Internal Revenue Service;

(2) a person employed in subsidized on-thejob training; work experience or
public service employment as an enrollee under the federal Comprehensive Empley-
ment and Training Aet from and after Mareh 30; 1978; unless the person has; as of the
Jater of March 36; 1978; or the date of employment; sufficient service credit in the
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retirement association (o meet the minimum vesting requirements for a deferred
retirerpent annuity; or the employer agrees in writing on forms prescribed by the
excecutive director to make the required employer contributions; ineluding any
employer additional contributions; on account of that person from revenue sources
other than funds provided under the federal Comprehensive Training and Employment
Act; or the petson agrees in writing on forms prescribed by the exeeutive director to
make&hewqmwéempleyweent&b&&enmaéd*&eﬂtetheteqﬂ&edemp}eyee
contribution;

(3) a person holding & part-time adult supplementary technical college license
who renders part-time teaching service or who is a customized trainer as defined by the
Minnesota State Colleges and Universities system in a technieal college if (i) the
service is incidental to the regular nonteaching occupation of the person; and (i) the
applicable technical eellege employer stipulates annually in advance that the part-time
teaching service or customized training service will not exceed 300 hours in a fiscal
year and retains the stipulation in its records; and (iii) the part-time teaching service or
customized training service actually does not exceed 300 hours in a fiscal year; or

4 (3) a person exempt from licensure under section 122A.30.

Sec. 6. Minnesota Statutes 2002, section 354B.20, subdivision 4, is amended to
read:

Subd. 4. COVERED EMPLOYMENT. (a) “Covered employment” means
employment by a person eligible for coverage by this retirement program under section
354B.21 in a faculty position or in an eligible unclassified administrative position.

(b) “Covered employment” does not mean employment specified in paragraph (a)
by a faculty member employed in a state university or a conununity college the
Minnesota State Colleges and Universities system if the person’s initial appointment is
specified as constituting less than 25 percent of a full academic year, exclusive of
summer session, for the applicable institution.

Sec. 7. Minnesota Statutes 2002, section 354B.20, subdivision 6, is amended to
read:

Subd. 6. ELIGIBLE UNCLASSIFIED ADMINISTRATIVE POSITION.
“Eligible unclassified administrative position” means the following:

(1) the chancellor of the board;

(2) a president of a state college or university; or

(3) an exeluded administrator employed in a state university or college, by the
board, or by the Higher Education Services Office; or

(4) other managers and professionals in academic and academic support programs
in the unclassified service employed in a state university or college, by the board, or
by the Higher Education Services Office.

Sec. 8. Minnesota Statutes 2002, section 354C.11, subdivision 2, is amended to
read:
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Subd. 2. ELIGIBILITY. (a) An individual must participate in the supplemental
retirement plan if the individual is employed by the Board of Trustees in the
unclassified service of the state and has completed at least two years with a full-time
contract of applicdble unclassified employment with the board or an applicable
predecessor board in any of the positions specified in paragraph (b).

"(b) Eligible positions or employment classifications are:
- (1) an unclassified administrative position as defined in section 354B.20,

subdivision 6; o

-(2) an employment classification included in ene of the following collective
bzugammg units under section 179A.10, subdivisien 2:

(1) the state umvers1ty instructional umt

(11) the state college instructional unit; and

(iii) the state university administrative unit; or

(’3) zsn unslassiﬁed employee of the board:

(i) included in the general professmnal umt or the superv1501y employees unit
under section 179A.10, subdivision 2; or

(ii) an employee who is excluded from one of those units due to the employee’s

conﬁdennal status under sectlon 179A.10, s subd1v131on 1, clause (8).
Sec. 9. REPEALER
Minncsota Statutes 2002, section 352D.02, subdivision 3, -is repealed.
"Seéc. 10. EFFECTIVE DATE.
:‘(a) Sections 2 to 6 and 9 are effective on July 1, 2004

(b) Section 7 is effective on July 1, 2004, and applies retroactlvely to the daté of
hire of the apphcable person in the affected position.

(c) Section 8 is effective retroactively to July 1, 2001,

'

ARTICLE 2

COVERED SALARY DEFINITION

*Section: 1. Minnesota Statutes 2002, section 352.01, subdivision 13, is amended
to read: . :

Subd. 13. SALARY. (a) “Salary” means wages, or other periodic compensation;
paid to an employee before deductions for deferred compensation, supplemental
retirement plans, or other voluntary salary reduction programs.
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(b) “Salary” does not include:

g_l) lump sum sick leave payments;;
(2) severance payments;;

(3) lump sum annual leave payments and overtime payments made at the time of
separation: from state ser Vlce

(4) payments in lieu of any employer-paid group insurance coverage, including
the difference between single and family rates that may be paid to an employee with
single coverage; and;

(5) payments made as an employer-paid fringe benefit;;
(6) workers’ compensation paymentss; .

(7) employer contributions to a deferred compensatiori or tax sheltered annuity
programs; and

(8) amounts coniributed under a benevolent vacation and sick leave donation
program ate net salary. .

(c) Amounts provided to an employee by the employer through a grievance
proceeding or a legal settlement a are salary only if the settlement i is reviewed by the
executive director and the amounts are determined by the executive director to be
consistent with paragraph ( (a) and prior or determinations.

Sec. 2. Minnesota Statutes 2002, section 352B.01, subdivision 11, is amended to
read:

Subd. 11. AVERAGE MONTHLY SALARY. (a) “Average monthly salary”
means the average of the highest monthly salaries for five years of service as a member
upon which contn’butions were deducted from m under section 352B.02, g upon

allowable service and salary credit as spec1f1ed under the applicable law. Average
monthly salary must be based upon all allowable service if this service is less than five
years, J

(b) “Average monthly salary” means the salary of the member as defined in
section 352,01, subdivision 13. “Average “monthly salary” does not include any
Iump-sum annual leave payments and overtime payments made at the time of
separation from state service, any amounts of severance pay, or any reduced salary paid
during the period the person is entitled to workers’ compensation benefit payments for
temporary disability.

(c) A member on leave of absence receiving temporary workers’ compensation
payments and a reduced salary or no salary from the employer who is entitled to
allowable service credit for the period of absence may make payment to the fund for
the difference between salary received, if any, and the salary the member would
normally receive if not on leave of absence dwiing the period. The member shall pay
an amount equal to the member and employer contribution rate under section 352B.02,
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subdivisions 1b and Ic, on the differential salary amount for the period of the leave of
absence. The employing department, at its option, may pay the employer amount on
behalf of the member. Payment made under this subdivision must include interest at the
rate of 8.5 percent per year, and must be completed within one year of the return from
the leave of absence.

Sec. 3. Minnesota Statutes 2002, section 353.01, subdivision 10, is amended to
read: .

Subd. 10. SALARY. (a) “Salary” means: -

(1) the periodic compensation of a public employee, before deductions for
deferred compensation, supplemental retirement plans, or other voluntary salary
reduction programs, and also means “wages” and includes net income from fees; and

(2) for a public employee who has prior service covered by a local police or
firefighters relief association that has consolidated with the Public Employees
Retirement Association or to which section 353.665 applies and who has elected
coverage either under the public employees police and fire fund benefit plan under
section 353A.08 following the consolidation or under section 353.665, subdivision 4,
“salary” means the rate of salary upon which member contributions to the special fund
of the relief association were made prior to the effective date of the consolidation as
specified by law and by bylaw provisions governing the relief association on the date
of the initiation of the consolidation procedure and the actual periodic compensation of
the public employee after the effective date of consolidation.

(b) Salary does not mean:

(1) the fees paid to district court reporters, unused annual vacation or sick leave
payments, in lump-sum or periodic payments, severance payments, reimbursement of
expenses, lump-sum settlements not attached to a specific earnings period, or workers’
compensation payments;

(2) employer-paid amounts used by an employce toward the cost of insurance
coverage, employer-paid fringe benefits, flexible spendmg accounts, cafeteria plans,
health care expense accounts, day care expenses, or any payments in lieu of any
employer-paid group insurance coverage, including the difference between single and
family rates that may be paid to a member with single coverage and certain amounts
determined by the executive director to be ineligible;

(3) the amount equal to that which the employmg governmental subdjvision
would otherwise pay toward single or family insurance coverage for a covered
employee when, thlough a contract or agreement with some but not all employees the
employer:

(i) discontinues, or for new hires does not provide, payment toward the cost of the
employee’s selected insurance coverages under a group plan offered by the employer;

(ii) makes the:employee solely responsible for all contributions toward the cost of
the employee’s selected insurance coverages under a group plan offered by the
employer, including any amount the employer makes toward other employees’ selected
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insurance coverages under a group plan offered by the employer; and

(iii) provides increased salary rates for employees who do not have any
employer-paid group insurance coverages; and

(4) except as provided in section 353.86 or 353.87, compensation of any kind paid
to volunteer ambulance service personnel or volunteer firefighters, as defined in
subdivision 35 or 36; and

(5) the amount of compensation that exceeds the limitation provided in section
356.611.

(¢) Amounts provided to an employee by the employer through a grievance
proceeding or a legal settlement a are salary @l_y if th_e settlement is reviewed by the

executive director and the amounts are determined by the executive director to be
consistent with paragraph ( () and prior or determinations.

Sec. 4. Minnesota Statutes 2002, section 354.05, subdivision 35, is amended to
read: ‘

Subd. 35. SALARY. (a) “Salary” means the periodic compensation, upon which
member contributions are required before deductions for deferred compensation,
supplemental retirement plans, or other voluntary salary reduction programs.

(b) “Salary” does not mean:
(l)ilump sum annual leave payménts;
(2) lump sum wellness and sick leave payments;

(3) employer-paid amounts used by an employee toward the cost of insurance
coverage, employer-paid fringe benefits, flexible spending accounts, cafeteria plans,
health care expense accounts, day care expenses, or any payments in lieu of any
employer-paid group insurance coverage, including the difference between single and
family rates that may be paid to a member with single coverage and certain amounts
determined by the executive director to be ineligible;

(4) any form of payment made in lieu of any other employer-paid funge benefit
Or EXpense;

(5) any form of severance payments;
(6) workers’ compensation payments;
(7) disability insurance payments, including self-insured disability payments;

(8) payments to school principals and all other administrators for services that are
in addition to the normal work year contract if these additional services are per formed
on an extended duty day, Saturday, Sunday, holiday, annual leave day, sick leave day,
or any other nonduty day;

(9) payments under section 356.24, subdivision 1, clause (4); and

(10) payments made under section 122A.40, subdivision 12, except for payments
for sick leave that are accumulated under the provisions of a uniform school district
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policy that applies. equally to all ‘similarly situated persons in the district.

() Amounts provided to an employee by the employer through a grievance
ploceedmg or a legal settlement a are salary only if the settlement is reviewed by the
executive director and the amounts are determined b by the executlve dlrector to be
consistent with paraglaph (a) and prior or determinations.

Sec. 5. Minnesota Statutes 2002, section 354A.011, subdivision 24, is amended to
read: .

Subd. 24. SALARY; COVERED SALARY. (a) “Salary” or “covered salary”
means the entire compensation, upon which member contributions are required and
made, that is paid to a teacher before deductions for deferred compensation,
supplemental retirement plans, or other voluntary salary reduction programs.

(b) “Salary” does not mean:
" (1) lump sum annual leave p.ayments;
- (2) lump sum wellness and sick leave payments;

(3) employer-paid amounts used by an employee toward the cost of insurance
coverage, employer-paid fringe benefits, flexible spending accounts, cafeteria plans,
health care expense accounts, day care expenses, or any payments in lieu of any
employer-paid group insurance coverage, including the difference between single and
family rates that may be paid to a member with single coverage, and certain amounts
determined by the executive secretary -or director to be ineligible;

(4) any form of payment that is made in lieu of any other employer-paid fringe
benefit or expense;

(5) any form of severance payments;
(6) workers’ compensation payments;
(7) disability insurance payments, including self-insured disability payments;

(8) payments to school principals and all other administrators for services that are
in addition to the normal work year contract if these additional services are performed
on an extended duty day, Saturday, Sunday, hohday, annual leave day, sick leave day,
or any other nonduty day;

(9) payments under section 356.24, subdivision 1, clause (4)(ii); and

(10) payments made under section 122A.40, subdivision 12, except for payments
for sick leave that are accumulated under the provisions of a uniform school district
policy that applies equally to all similarly situated persons in the district.

(c) Amounts provided to an employee by the employer through a grievance
proceedmg or a legal setilement a are salary only if the settlement i is ‘reviewed by the

executive director and the amounts are determined b by the executlve director to be

consistent with paragraph (a) and prior or determinations.
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Sec. 6. Minnesota Statutes 2002, section 356.611, subdivision 1, is amended to
read:

Subdivision 1. STATE SALARY LIMITATIONS. (a) Notwithstanding any
provision of law, bylaws, articles of incorporation, retirement and disability allowance
plan agreements, or retirement plan contracts to ‘the contrary, the covered salary for
pension purposes for a plan participant of a covered retirerent fund enumerated in
section 356.30, subdivision 3, may not exceed 95 percent of the salary established for
the governor under section 15A.082 at the time the person received the salary.

(b) This section does not apply to a salary paid:
(1) to the governor or to a judge;

(2) to an employee of a political subdivision in a position that is excluded from
the limit as specified under section 43A.17, subdivision 9; er

(3) to a state employee in a pesition for which the commissioner of employee
relations has approved a salary rate that exeeeds 95 pereent of the governer’s salary as
defined under section 43A.02, subdivision 21;

(4) to an employee of Gillette Hospital who is covered by the general state
employees retirement plan of the Minnesota State Retirement System; '

(5) to an employee of the Minnesota Clop Improvcment Council; or

(c) The limited covered salaxy determined under this section must be used in
determining employee and employer contributions and in determining retirement
annuities and other benefits under the respective covered retirement fund and under
this chapter.

Sec. 7. Minnesota Statutes 2002, section 356.611, subdivision 2, is amended to
read:

Subd. 2. FEDERAL COMPENSATION LIMITS. (a) For members First
centributing te of a covered pension plan enumerated in section 356.30, subdivision 3,
on of after July 1; 1995; compensation in excess of the limitation set forth specified in
section 401(a)(17) of the Internal Revenue Code, as amended, for changes in the cost

of living under section 401(a)(17)(B) of the Internal Revenue Code, may not be

included for contribution and benefit computation purposes.

(b) Notwithstanding paragraph (a), for members specified in paragraph (a) who
first contributed to a covered plan before Ju July 1, 1995, the annual compensation limjt
set forth spec1f1ed in Internal Revenue Code 401(a)(17) on June 30, 1993, applies to
members first contributing before July 1; 1995 if that provides a greater allowable
annual compensation. T -

Sec. 8. Minnesota Statutes 2002, section 356.611, is amended by addmg a
subdivision to read:
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Subd. 3. MAXIMUM BENEFIT LIMITATIONS. A member’s annual benefit,
if necessary, /, must be reduced to the extent required by section 415(b) of the Internal

Revenue Code, as adjusted by the United States Secretary of the T1easury under section
415(d) of the Internal Revenue Code. For purposes of section 415 of the Internal

Revenue Code, the limitation year of a pension pIan covered by th1s section must be

beneflt limitation described in section 415(e) of the Internal I Revenue Code must cease
to be effective for Timitation years begmmng after December 31 1999.

Sec. 9. EFFECTIVE DATE.
(a) Sections 1, 2, 3, 7, and 8 are effective on July 1, 2004

(c) Section 6 applies retroactively to Apnl 28, 1994, and retirement annumes that
were based on covered salary amounts that were in excess o_f the limit in effect after
Aprll 28 1994, but conform with section 6 are ratified.

ARTICLE 3

ALLOWABLE SERVICE CREDIT

Section 1. Minnesota Statutes 2002, section 352.27, is amended to read:

352.27 CREDIT FOR MILITARY. BREAK IN SERVICE TO PROVIDE
UNIFORMED SERVICE.

Any (a) An employee gwenaleaveeﬁabseneeteenter}mhtawsemeewho is
absent from employment by reason of service in the uniformed services, as defined i m
United States Code, title 38, section 4303(13), and who returns to state service upon
discharge from mﬂ&ta? salce as provided in t—h? uniformed service within the time
frames required in United States, Code, title 38, section 192.262 4312(e), may y obtain
service credit for the period of mikitary the uniformed service: The employee is not
entitled to credit for any voluntary extension of military service at the instance of the
employee beyond the initial period of enlistment; induection; or eall to active duty; nor
to eredit for any period of service following a voluntary return to military serviee as
further specified in this section, provided that the employee did not separate @

uniformed service with a dishonorable or bad conduct discharge or under othér than
honorable conditions. As

(b) The employee may obtain credit by paying into the fund an equivalent
employee contrlbution based upon the contnbution rate or rates in effect at the time

bemg purchased and applied to the annnal salary received at the date of return from
m;lﬁmwsew&ee?hemeantef&h&seent&b&&enmus&betheappkeableame&nts
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req&#edhaseeﬁea%é%@%subdiyls&en%plasiﬂt@es%a%aﬂamaalfateeﬂlépereem

rate is the employee s average salmy rate duung the 12-month perlod of covered
employment rendered immediately preceding the period of the uniformed service.

(c) The smatching equivalent employer contribution and, if applicable, the
equivalent additional employer contribution provided in section 352.04 must be paﬁ
by the department employing the employee uper return to state servies from funds
available to the department at the time and in the manner provided in section 352.04,
using the employer and additional employer contribution rate or rates in effect at th_e

time th'tt the uniformed service was performed, applied to the same annual salary rate
or Lates used to compute the equwalent employee contribution.

(d) If the employee equivalent contributions provided in this section are not paid
in full, the employee’s allowable service credit must be pror ated by mult1plymg the full full
and fractional number of years of uniformed service s eligible for purchase by @E ratio

obtained by dividing the total employee contribution received | by the total employee
contribution otherwise required under this section,

(e) To receive se1v1Ce credit under thlc. section, the contnbutlons spec1f1ed in thxs

peuod which bogms with the date on Wthh the individual returns to state service and
which has a duration of three times the length o of the uniformed service period, but not
to excued f]Ve yezus If the detexmmed payment peuod is less than one year the

(f) The amount of service credit obtainable under this section may not exceed five
years unless a longe1 purchase period is required unde1 United States Code, title 38
section 4312

Sec. 2. anesota Statutes 2002, section 352B.()1, is amended by adding a
subdivision to read:

Subd. 3b. CREDIT FOR BREAK IN SERVICE TO PROVIDE UNI-

e e e L

4303( 13), and who returns to state employment in a position covered by the pl: plan upon
dlschzuge ﬁom se1v1ce in the umformed service w1thm the t1me f1ame 1equ11ed in

of the uniformed service, prov1ded that the membe1 did not separate from uniformed
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service with a dishonorable or bad conduct discharge or under other than honorable

conditions.

umformed service was performed multlphed by the full and ﬁactlonal years being

the umfomled service was performed, applied to the same annual salary rate or rates
used to compute the eqmvalent member contribution. :

paid in in full, the member’s allowable service credit must be prorated by multiplying the
full and fractional number of years of uniformed service e eligible for purchase by the
ratio obtamed by dividing the total member contributions received by the total member
contributions otherwise required under this subdivision.

(e) To receive allowable service credit under this subdivision, the contributions
spemfled in this section must be transmitted to the fund during the period which begins
with the date on which the individual returns to state employment covered by the plan
and and which ha has a duration of three times the length of the uniformed service ‘period, but
not to exceed five years. If the determined payment it period i is calculated E_o_ be less than than

one year, the contributions required under this subdivision to receive servwe credlt may
‘be within one year from the discharge date

(f) The amount of allowable service credit obtainable under this section may not
exceed five years, unless a longer purchase period is required under United States
Code, title 38, section 4312.

Sec. 3. Minnesota Statutes 2002, section 353.01, subd1v1s1on 16, is amended to
read: :
~ Subd. 16. ALLOWABLE SERVICE; LIMITS AND COMPUTATION. (a)
“Allowable service” means:

(1) service during years of actual membership in the course ef which employee
contributions were made, periods covered by payments in lieu of salary deductions
under section 353.35;
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(2) service in years during which the public employee was not a member but for
which the member later elected, while a member, to obtain credit by making payments
to the fund as permitted by any law then in effect;

(3) a period of authorized leave of absence with pay from which deductions for
employee contributions are made, deposited, and credited to the fund;

(4) a period of authorized persenal, parental, or medical leave of absence without
pay, including a leave of absence covered under the federal Family Medical Leave Act,
that does not exceed one year, and during or for which a member obtained service
credit for each month in the leave period by payments to the fund made in place of
salary deductions. The payments must be made in an amount or amounts based on the
member’s average salary on which deductions were paid for the last six months of
public service, or for that portion of the last six months while the member was in public
service, to apply to the period in either case that immediately precedes the commence-
ment of the leave of absence. If the employee elects to pay the employee contributions
for the period of any authorized personal, patental, or medical leave of absence without
pay, or for any portion of the leave, the employee shall also, as a condition to the
exercise of the election, pay to the fund an amount equivalent to the required employer
and the additional employer contributions, if any, for the employee. The payment must
be made within one year from the expiration of the leave of absence or within 20 days
after termination of public service under subdivision 11a, whichever is earlier. The
employer, by appropriate action of its governing body which is made a part of its
official records and which is adopted before the date of the first payment of the
employee contribution, may certify to the association in writing its commitment t6 pay
the employer and additional employet contributions from the proceeds of a tax levy
made under section 353.28. Payments under this paragraph must include interest at an
annual rate of 8.5 percent compounded annually from the date of the termination of the
leave of absence to the date payment is made. An émployee shall return to public
service and render a minimum of three months of allowable service in order to be
eligible to pay employee and employer contributions for a subsequent authorized leave
of absence without pay. Upon payment, the employee must be granted allowable
service credit for the purchased period; ' ’

(5) a periodic, repetitive leave that is offered to all employees of a governmental
subdivision, The leave program may not exceed 208 hours per annual normal work
cycle as certified to the association by the employer. A participating member obtains
service credit by making employee contributions in an amount or amounts based on the
membet’s average salary that would have been paid if the leave had not been taken.
The employer shall pay the employer and additional employer contributions on behalf
of the participating member, The employee and the employer are responsible to pay
interest on their respective shares at the rate of 8.5 percent a year, compounded
annually, from the end of the normal cycle until full payment is made. An employer
shall also make the employer and additional employer contributions, plus 8.5 percent
interest, compounded annually, on behalf of an employee who makes employee
contributions but terminates public service. The employee coniributions must be made
within one year after the end of the annual normal working cycle or within 20 days
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after termination of public service, whichever is sooner. The assaciation shall prescribe
the manner and forms to be used by .a governmental subdivision in administering a
periodic, repetitive leave. Upon payment, the member must be granted allowable
service credit for the purchased period;

(6) an authorized temporary layoff under subdivision 12, limited to three months
allowable service per authorized temporary layoff in one calendar year. An employee
who has received the maximum service credit allowed for an authorized temporary
layoff must retuin to public service and must obtain a minimum of three months of
allowable service subsequent to the layoff in order to receive allowable service for a
subsequent anthorized temporary layoff; or

(7) a period during which a member is on an autherized leave of absence to enter
military absent from employment by a governmental subdivision by reason of service
i the armed forces of the United States in the uniformed services, as defined in in United
States Code, title 38, section 4303(13), if the member returns to public service upon

discharge from military service in the uniformed service within the time ﬁames
requlred under Un1ted States Code t1t1e 38 sectlonlr92—262and4312(e) prov1ded that

_______‘_____._____..___.—_—,____,__.__._____.,___

e

was perf01med multiplied by tlE _fu_ll and fractional years being purchased and apphed
to the annual salaty at the date of return from military servies rate. The annual salary
rate is the average annual salary during the purchase period that hat the member would

have received if the membe1 had contlnued to be employed in covered employment

1easonably ce1ta1n, the annual salary rate is the member’s average salary rate during the

12-month period of covered employment rendered immediately p1eced1ng the penod
of the un1f01med service. Payment of the member equ1valent contnbutlons must be

to public employment and that is three times the length of the military leave period, or
within five years of the date of d1scharge from the mlhtaly serv1ce wh1chever is less.

Payment may not be accepted following 20 days after termination of pubhc service
under subdivision 11a. The ameunt of these contributions rust be in accord with the
at an annual rate of 8.5 percent compounded annually from the date of return to publie
service to the date payment is made: If the member equivalent contributions provided
for in this clause are not pa1d in full, the member s allowable serv1ce credit must be

ehglble for purchase by the ratio obtdined by dividing the total member contributions
received by by the total member contributions otherwise requ1red under this clause. The
eem-spenelmg 1g equivalent employer contribution, and, if applicable, _ the equivalent
additional employer contribution; if applicable; must “be paid by the “governmental
subdivision employing the member upon the person’s return to public service if the
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